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Australian Budget 


The Australian budget for the fiscal year ending 
June 30, 1957 was introduced in the House of Repre- 
sentatives on August 30. In reviewing the economic situa- 
tion, the Federal Treasurer stated that national income 
had risen by £A 265 million, or 6.5 per cent, in 1955-56. 
Wages and salaries had shown the largest absolute and 
relative increases, having risen by £A 209 million, or 9 
per cent, whereas farm income had dropped 6 per cent. 
Personal consumption rose by £A 243 million, or 8 
per cent, and gross private expenditure on capital equip- 
ment by £A 71 million, or 8.4 per cent. Thus, all the 
main aggregates of income and expenditure, with the 
exception of farm income, showed a considerable rise 


during the financial year 1955-56. 
During the second half of 1955-56, income and expen 


result of the 


restraints on bank lending and the various measures taken 


diture trends leveled off, partly as a 


by the Government, including particularly the tax in 
creases introduced in March 1956. However, despite this 
weakening in pressures, the cost and price spiral has 
lately become more rapid. This has been in part the 
delayed result of earlier pressures, but it has been 
accentuated by such factors as the automatic adjustment 
of wage rates under some State wage-fixing systems. The 
Federal Treasurer pointed out that “it may well be, 
indeed, that we are only now reaching the most difficult 
stage of the long struggle to control inflation. Certainly 
the recent behavior of costs and prices suggests that 


strongly.” 


The Treasurer stated that the level of exchange reserves 
as of June 30, 1956 (£A 355 million) was uncomfortably 
low. The Government has had no choice but to curtail 
imports in view of the trade position and the state of the 
reserves. If continued for long, however, import restric- 
tions at the present degree of severity must be damaging 
to the economy, though it is difficult to see the position 
being much alleviated in the immediate future, unless 
there is a major improvement in export earnings 01 
unless capital inflow is much larger. Australia needs an 
export income more like £A 1,000 million a year than 
£A 800 million. An expansion in export income could be 
achieved through development of the country’s untapped 


natural resources. The Treasurer then mentioned certain 


other conditions that have to be fulfilled in order to 
achieve a balance in external accounts. The occurrence 
of inflationary demand conditions ought to be prevented 
and sound and stable economic conditions preserved SO 
as to encourage the investment of overseas capital. In 
addition, the cost and price situation should be brought 


under control. 


Total revenue of the Consolidated Revenue Fund for 
1956-57 is estimated at £A 1,230.2 million, or £A 99.5 
million above the 1955-56 revenue. The increase is due 
principally to the taxation measures introduced in March. 
The budget provides a number of minor income tax 
concessions which are expected to involve a loss of 
revenue of about £A 2 million in a full year and 
£A 250,000 in 1956-57. On the other hand, increases in 
postal telegraph and telephone charges are expected to 
bring in £A 7.2 million in a full year: the radio license 


fee also has been raised. 
1956-57 is 
£A 1,121.4 million, compared with £A 1,069.1 million in 


the previous year, i.e.. 


The estimate for total expenditure in 


an increase of £A 52.3 million. 
Of this increase, £A 23.2 million is for additional pay- 
ments to the States, £A 11.8 million for increased expen- 
diture from the National Welfare Fund, £A 7.8 million 


for capital works, and £A 7.1 million for business under- 
takings. 


Thus. the Consolidated Revenue Fund this fiscal year 
is expected to show an excess of revenue over expendi- 
ture of £A 108.7 million, against an actual surplus of 
£A 61.6 million in 1955-56. The £A 108.7 million surplus 
will be used for financing the Loan Council capital pro- 
eram of £A 210 million, for certain Commonwealth ex 
penditures outside the Consolidated Fund, or for the re- 
demption of maturing debt. The Commonwealth has to 
provide in 1956-57 approximately £A 8.5 million for War 
Service Land Settlement and about £A 3.0 million for the 
redemption of War Savings Certificates. It is probable that 
redemptions of maturing loans may have to be made on 
a fairly large scale this fiscal year because a large 
amount of loans is falling due; this will, of course, affect 
adversely the net amount of loan raisings. Although the 
response to the £A 70 million conversion offer in August 


was moderately satisfactory, a sizable amount of cash 
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had to be found to pay nonconverters. In addition to the 
loans falling due locally, a loan of £7.0 million will mature 
in London in December and $17.0 million will mature 
in New York next June. Only relatively small amounts 


will be received this year from past loans of the Inter- 


national Bank for Reconstruction and Development; 


Europe 
Net Investment in United Kingdom 


The latest official estimates of U.K. national income 
and expenditure, which provide figures through 1955, 
contain for the first time estimates of capital consump- 
tion. This permits the estimation of national income, 
which is the gross national product less capital consump- 
tion, and of net (as distinct from gross) fixed investment. 
The estimate for gross national product in 1955 is £16,784 
million. Deduction of £1,558 million for capital con- 
sumption yields an estimate of the national income of 
£15,226 million. Similarly, gross domestic fixed invest- 
ment of £2.865 million in 1955, when adjusted for cap- 
ital consumption, yields an estimate of net fixed invest- 
ment of £1.307 million. 

National income at constant prices has increased about 
+ per cent a year since 1948, with the exception of 1952 
constant. Net fixed 


investment at constant prices has shown marked fluctua- 


when output remained virtually 
tion. The increase from 19148 to 1949 was 18 per cent: 
in the vears 1950-52. the changes (an increase in one 
vear. decreases in the other two) were relatively small: 
since then, large increases have been achieved—22 per 
cent in 1953, 16 per cent in 1954, and 12 per cent in 1955. 
Beginning in 1953. the net annual addition to the stock 
of fixed investment in the United Kingdom has been 
greater than that in 1938: in 1955, it was 37 per cent 
greater. Of net fixed investment at constant prices in 1955, 
34 per cent went into plant and machinery, 29 per cent 
into dwellings. 28 per cent into other buildings. and 8 
per cent into vehicles, ships, and aircraft. In 1938, the 
proportion invested in plant and machinery had been 
much smaller (19 per cent), and that in dwellings much 
larger (46 per cent). 

These estimates of capital consumption give only a 
broad measure of the amount of capital resources “used 
up in current production. There is no direct way of 
measuring capital consumption, and the method used in 
these estimates involves the assumption that the assets 
concerned depreciated by a constant amount each year. 
The replacement cost principle has been used in order to 
yield estimates of capital consumption at the prices cur- 
rent in each year. The lifetime assumed for the various 
types of asset varies; it was 10 years for road vehicles. 
25 years for tankers, 30 years for other ships, 50 years 
for industrial buildings. 75 years for offices and shops, 


and 100 years for houses. No allowance has been made 


exploratory discussions have been held with the IBRD 

regarding the possibility of further borrowing for devel- 

opmental purposes. 

Source: Treasurer of the Commonwealth of Australia, 
Budget Speech, 1956-57, Canberra, Australia, 
August 30, 1956. 


for capital consumption of land or roads, nor has any 
allowance been made for depletion of mineral resources. 


Source: The Economist, London, England, August 25, 


1956. 
Iceland's Trade with Eastern Europe 


Since the fishing dispute with Great Britain in 1952, 
Iceland’s trade with Eastern Europe has expanded con- 
siderably. One third of Iceland’s exports at present goes 
to the U.S.S.R. and other Eastern European countries, 
and it is believed that this proportion will increase. In 
the first half of 1956, Soviet purchases were more than 
double what they had been in the first half of 1955, and 
the U.S.S.R. is now Iceland’s main market. Increasing 
difficulties are arising for exports to Western Europe as 
a result of continuing inflation. Since the spring of 1955, 
retail prices have risen by 13 per cent, mainly because 
of wage increases, and the cost of living is now more 
than 80 per cent higher than immediately before the out- 
break of the Korean war. The main cause of inflation is 
the overstraining of limited resources by extensive invest- 
ment at a time of steeply rising consumption. The in- 
creases in wages are partly due to shortages of labor. 
Sources: Frankfurter Allgemeine Zeitung, Frankfurt am 
Main, Germany, August 21, 1956. 


Italian Membership in "Paris Club” 

Italy agreed to join as of August 3 the Argentine multi- 
lateral payments system, termed the “Paris Club,” which 
came into force on July 2 between Argentina and a group 
of European countries (see this News Survey, Vol. IX, 
p. 9). All payments between Italy and Argentina may 
be carried out in Italian lire or in any currency of the 


countries participating in the arrangement. 


Source: [1 Sole, Milan, Italy, August 28, 1956. 


West German Capital Transactions 

The long-term obligations of West Germany—particu- 
larly those arising from the London debt agreements 
and from  restitutions—make substantial surpluses on 
goods and services account necessary, although current 
surpluses exceed what would be required even if long- 


In the first half of 


1956, the average monthly deficit arising from capital 


term obligations were to increase. 


transactions, income transfer, and unrequited payments 
amounted to DM 138 million, about the same as in the 
corresponding period of 1955 (DM 132 million). While 
the changes from month to month were rather sharp, 


partly because of the incidence of payment dates, the 
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deficits for May and June—DM 92 million and DM 112 
million, respectively—were relatively low. Moreover, a 
decline in payments arising from debt agreements was 
compensated by an increase in foreign exchange ex- 
penditure for restitutions as well as for private German 
investment abroad and, to a smaller extent, for the 
transfer of foreign capital income. For the near future, 
an increase in the deficits of the capital sector should be 
expected, according to the Bank deutscher Lander; in 
any case, it appears possible that the increase in payments 
for individual restitutions, as well as the anticipated 
amortization of foreign debts, will operate in that 
direction. 
Source: Nachrichten fiir Aussenhandel, Cologne, Ger- 
many, August 11, 1956. 

Yugoslav Investmert Bank 

By establishing the Yugoslav Investment Bank, the 
Federal Executive Council of Yugoslavia hes taken a 
further step toward the decentralization of the banking 
system. The new Bank, with headquarters in Belgrade, 
24 branch offices, and 50 agencies throughout the coun- 
try, has recently begun operations as an independent 
organization. It is authorized to raise internal and exter- 
nal loans for the financing of investment in all branches 
of the Yugoslav economy, to administer such invest- 
ments, to make commitments for the granting of invest- 
ment loans, and to administer foreign exchange receipts 
accruing in the course of its business. 
Source: Neue Ziircher Zeitung, Zirich, Switzerland, 

August 16, 1956. 


Greek Monetary and Credit Policy 

Supplementing monetary and credit measures intro- 
duced last May (see this News Survey, Vol. VIL, p. 369), 
the Greek Currency Committee has decided that the four 
principal commercial banks must utilize 33 per cent of 
their private deposits and all of their deposits of public 
entities for specified purposes, such as credit to handi- 
crafts and to the export and tobacco trades, and short- 
term and medium-term credit to industry. If the resources 
thus earmarked are inadequate to meet actual require- 
ments for special financing, the commercial banks may 
supplement them by borrowing from the Bank of Greece 
at an interest rate of 5 per cent per year. If, on the other 
hand, the earmarked resources exceed actual require- 
ments for special financing, commercial banks will receive 
5 per cent per annum on the unutilized amount. 

Under another decision of the Currency Committee, 
dated August 24, commercial banks may accept deposits 
from the Agricultural Bank of Greece and the Postal 
Savings Bank, at an interest rate not higher than 11 per 
cent per annum; these deposits should be made for a 
period of at least six months, and withdrawal before their 
term is subject to prior approval by the Currency Com- 


mittee. The obligation of commercial banks to utilize 33 


per cent of their private deposits for specified credits 
does not apply to this category of deposit. The measure 
authorizing the Agricultural Bank and the Postal Savings 
Bank to deposit available resources with commercial 
banks was made necessary by the recent increase of the 
maximum interest rate on bank savings deposits from 7 
per cent to 10 per cent per annum, and the inability, 
because of their nature and objectives, of these two bank- 
ing institutions to lend at an interest rate higher than 10 
per cent per year. 

Sources: Naftemboriki, Athens, Greece, August 31, 1956 


and previous issues. 


Exchange Rates for Travelers in Soviet Area Countries 

Special foreign exchange rates and allowances for 
visitors are now provided by the U.S.S.R., Czechoslovakia, 
East Germany, and Hungary. The U.S.S.R. gives trav- 
elers from abroad whose arrangements are made through 
Intourist 25 rubles a day as spending money. For Cedok 
travel bureau hotel coupons, Czechoslovakia is offering 
western visitors an exchange rate almost three times as 
favorable as the official rate, while U.S. citizens of 
Czechoslovak origin can obtain an even more favorable 
rate, 

Hungary has introduced a special exchange rate giving 
travelers twice as many forints for the U.S. dollar as pro- 
vided at the official rate. East Germany has also doubled 
the rate of exchange on the U.S. dollar from August 10 
to September 21, in order to attract western exhibitors 
and visitors to the Leipzig Trade Fair. 

Source: The Journal of Commerce, New York, N.Y., 
September 4, 1956. 


Middle East 


Issue of New Sudanese Currency 


The Sudanese Council of Ministers has decided to issue 
the new Sudanese currency (see this News Survey, 
Vol. VILL, p. 271) as of the end of September 1956. The 
new Sudanese pound will have the same value as the 
Egyptian pound which it will replace. It is reported 
that 22 million Sudanese pound notes will be printed 
and made available for the new currency issue. 

In the meantime, the talks between the Sudanese and 
Egyptian Governments over the settlement of problems 
arising out of this currency issue have been temporarily 
suspended. 

Source: Le Commerce du Levant, Beirut, Lebanon, 
August 15, 1956. 


Oil Depletion Allowances in Israel 


The Government of Israel has recently announced tax 
incentives to encourage the development of oil produc- 
tion. Foreign and domestic oil operators in Israel will 
receive depletion allowances, retroactive to the beginning 


of oil exploration in Israel. The new regulations give oil 





operators not only the depletion allowances current in 


the United States and Canada, but go beyond them in 


the deduc tions illowed. 


According to the new regulations, companies may 


deduct for tax purposes a “percentage depletion” equal 


to 271% per cent of their gross income from crude oil 
and natural gas production, as long as this deduction 
does not exceed half the net income for a taxable year. 
furthermore, bec ause of the high cost of oil develop- 
ment, companies may deduct “cost depletion,” an amount 
based on actual investment in oil and gas rights, if this 
amount should be more than the percentage depletion. 
Israel's ordinance goes beyond U.S. or Canadian tax 
provisions in permitting the costs of geological and geo- 
physical expenses to be included in exploration expenses 
chargeable to current operations. 

The new income tax provisions have been under study 
since 1952. when the Israeli Government enacted the 
Petroleum Law under which nine private groups are 
currently engaged in test drilling. When the discovery of 
oil at Heletz in September 1955 made possible the pro 
duction of oil in commercial quantities, government tax 
experts concentrated on implement ng the Government's 
promise to enact tax measures with benefits at least 


equal to those in force in the United States and Canada. 


lo date, 26 deep wells have been drilled, and of these 
16 have been started since the discovery of oil last year. 
The nine groups currently working test sites have licenses 
covering almost three million acres of Israeli territory. 
These groups include five with substantial U.S. capital 
participation, two finane ed by Canadian capital, and two 
by domestic capital. The Israeli Government hopes that 
the new tax benefits will help to attract additional foreign 


capital investment. 


Israel's Petroleum Law is based on free and competi- 
tive enterprise and is designed to encourage investment 
by private capital. Under its provisions, a company is 
licensed for oil in one or more of the petroleum districts 


into which the country has been divided. 


Israel, Au- 
gust 15. 1956: Israel Office of Information. 


Israel Digest, New York, N.Y., August 17, 1956. 


Sources: The Jerusalem Post, Jerusalem, 


Economic Union Between Syria and Jordan 


An agreement purporting to establish a complete eco- 
nomic union between Syria and Jordan was signed in 
Damascus on August 15. It is subject to ratification. 

The agreement provides that the union will embrace 
all aspects of economic life. The nationals of the two 
countries may travel, seek employment, and_ inherit, 
acquire, or transfer property in either of the two coun- 
tries without restrictions other than those applicable to 
citizens. The free movement of goods, including goods 


in transit, and the free use of ports, airports, and other 
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means of transportation are guaranteed. Provision is made 
for a unification of the currency and for financial legis- 
lation, foreign exchange regulations, credit policy, and 
related matters. For the union to come into effect, the 
two parties agree to establish a customs union, unified 
trade regulations and agreements, coordination of agri- 
cultural, industrial, commercial, economic development, 
and resource conservation policies, and unified business 
taxation laws and statistical services. 

The agreement also provides for the creation of a 
Mixed Syrian-Jordanian Economic Council, composed of 
six members, three appointed by the Syrian Cabinet and 
three by the Jordanian Cabinet. This Council will be 
assisted by several permanent commissions, of which 
the Permanent Customs Commission and the Permanent 
Economic and Financial Commission are provided for 
in the agreement. The Council will be an autonomous 
body with a special budget, and it may work out its own 
employment regulations and internal organization. Its 
administrative costs will be met from the unified customs 
proceeds and other taxes. The net proceeds from these 
taxes will then be divided in proportion to the popula- 
tions of Syria and Jordan. During the first year of its 
operation, these proceeds will be divided in the ratio of 


oO} per cent to Syria and 36 per cent to Jordan. 


The agreement outlines the bases for the unification 
of the various economic services. Low tariffs on materials 
and capital goods, protective tariffs on agricultural and 
industrial goods, competition in local products, and 
balance of payments considerations are the accepted 
principles of customs unification. In the import and 
export regulations, prior licensing is generally required 
for imports but not for exports. Changes in these pro- 
visions may be made by the Council whenever the need 
arises. 

The statistics departments of both countries will be 
merged into a unified service attached to the Council, 
which will define its organization, functions, and regula- 
tions. This department is to serve the Council as well 


as the two Governments concerned. 


Levant, Beirut, Lebanon, 
August 11 and 15, 1950, 


Sources: Le Commerce du 


Iranian Bilateral Trade Agreements 


The Iranian Government has set up a joint committee 
of the Ministry of Trade and Foreign Affairs to study 
ways and means of terminating its bilateral trade agree- 
ments with Italy, France, Germany, Poland, Hungary, and 
Czechoslovakia. As most of these trade agreements were 
signed in the months of September or October and re- 
quire a prior termination notice of six months, Iran has 
a legal problem in implementing its policy of multi- 


lateralism in foreign trade. 


Source: Aeyhan, Tehran, lran, August 23, 1956. 
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Export-Import Bank Loan fo Iran 


Iran has been granted a $5 million loan by the Export- 
Import Bank of Washington, under the over-all line of 
credit of $53 million established in June 1955. The loan 
is repayable in ten approximately equal semiannual 
installments beginning on June 1, 1959. It will be used 
by the Iranian Government to assist in establishing, with 
U.S. equipment and advisory personnel, a highway 
maintenance program. 

The new loan brings to $19 million Iran’s utilization 
of the Export-Import Bank line of credit (see this News 
Survey, Vol. VIII, p. 281). 

Source: The Export-Import Bank of Washington, Press 
Release, Washington, D.C., August 21, 1956. 


Far East 
Sale to India of U.S. Surplus Commodities 


The U.S. Secretary of Agriculture announced on Au- 
gust 29 an agreement to sell to India $360.1 million worth 
(market value, including certain ocean transportation 
costs) of U.S. surplus farm products (see this News 
Survey, Vol. IX, p. 09). 


to the U.S. Government is placed at $652.3 million. The 


The cost of these commodities 
agreement is the largest ever negotiated for the sale of 
U.S. agricultural commodities under the Public Law 480 
program. It also is the first under this program to pro- 
vide for deliveries over a three-year period; the usual 
delivery time is one year. 

Under the agreement, India will purchase $200 million 
worth, or about 3.5 million tons, of wheat; $70 million 
worth, or 500,000 bales, of cotton; $26.4 million worth, 
or 4.4 million bags (100 pounds each), of rice; $6 mil- 
lion worth, or 0 million pounds, ol tobacco; and $3.5 
The United States will 


provide $54.2 million to finance half of the total cost of 


million worth of dairy products. 
ocean transportation. Half of the products are to be 
delivered to India in the next two years, and the other 
half in the following year. The agreement contains a 
provision that this purchase shall not interfere with India’s 
normal trade in agricultural commodities. 

Payment will be made in rupees. From this total the 
United States will extend to India a grant equivalent to 
$54 million and a loan of $234 million for use in the 
five-year economic development plan. The loan will be 
repayable in 40 years, with interest at 3 per cent if repay- 
ment is made in dollars or 4 per cent if repayment is in 
local currency. India is required to make the equivalent 
of $55 million of the loan available to private industry. 
The United States will use the remainder of the rupees 
for payment of its own office expenses in India, for 
purchases of Indian products which are of strategic 
importance to the United States, or for purchases of 
Indian goods for other countries. 


When announcing the agreement, the Secretary stated 


that it would result in a helpful reduction of U.S. sur- 
plus stocks, particularly wheat, cotton, and rice, which 
have been among the most burdensome. The wheat 
provided for in the agreement represents more than 15 
per cent of the total quantity of wheat held by the U.S. 
Government on August 1. The rice, all of which will be 
shipped the first year, represents about 20-25 per cent of 
government stocks estimated to be available during the 
marketing year 1956-57. He also expressed his belief 
that the agreement would assist in improving the nutri- 
tional and living level of the people of India and in 
accelerating India’s programs for economic development. 
[he agreement implements the views of President Eisen- 
hower that the U.S. surplus disposal programs should 
be used constructively in this way and also to encourage 
ind expand normal trade. 


sources: Press 


Department of Agriculture, Release, 
Washington. D.C., August 29, 1956: The Jour- 
nal of Commerce. New York. N.Y.. August 30. 


1956. 


Ceylon’s State Industries 


The Minister of Industries in Ceylon is reported to 
have decided not to sell to the public shares in State 
industrial corporations. The corporations will be con- 
trolled by the Ministry, but the day-to-day management 
will be left to boards of directors, to which private 
businessmen will be eligible for appointment. 

Industrial concerns now controlled by State corpora- 
tions include leather, caustic soda, cement, vegetable oil, 


paper, and ceramic factories. 


Source: The Financial Times, London, England, Au- 


gust 22, 1956. 


Nationalization of Transport in Ceylon 


A scheme of bus nationalization that will take six to 
eight years to complete, commencing from 1956-57, and 
will involve a capital cost of Rs 230 million (US$48 mil- 
lion), has been recommended to the Ceylon authorities 
in a recently published report. The nationalized service 
It will be 


orporation, the Transport Board, con- 


will have 4,000 buses and 30.000 employees. 
controlled by a 
sisting of five members, two of them government off- 
cials. The general manager and chief accountant will 
be appointed by the Public Service Commission, and 
the Minister of Transport will be empowered to give 
directions to the Board and to order investigations into 
its workings. The Board’s annual budget will require 
the approval of the Government. 

A Board of Review is to be established to determine 
the compensation to be paid to owners of buses which 
are taken over. Its decision, it is proposed, should be 


final and not subject to revision by a court of law. 


Source: The Financial Times, London, England, Au- 


gust 22, 1956. 





Mining Project in Thailand 


The Mitsui Mining and Smelting Company, a Japanese 
enterprise, has signed a contract with Thailand’s Yip In 
Tsoi & Co. for the establishment of a jointly managed 
company for mining tungsten and tin in southern Thai- 
land. The joint enterprise is scheduled to start opera- 
tions September 1, 1956. The Mitsui Company is apply- 
ing to the Foreign Investment Council of the Thai Gov- 
ernment for approval of the joint project. The initial 
capital will be almost $900,000, with 49 per cent of the 
stock underwritten by the Mitsui Company and 51 per 
cent by Yip In Tsoi. 

The first development will cover the following mines, 
all owned by overseas Chinese firms: the Khao Kiam, 
containing tungsten; the Wang Phra, also tungsten; the 
Shin San, with both tungsten and tin; and the Na Mon, 
containing tin alone. 

Source: The Journal of Commerce, New 
August 14, 1956. 


York, N.Y., 


Fiscal and Monetary Situation in Cambodia 


Cambodia’s budget for the fiscal year 1956 (year end- 
ing December 31, 1956) estimates government receipts 
and expenditures, exclusive of military expenditures, at 
1,726 million riels (US$49 million) ; this is 749.5 million 
riels less than the 1955 figure. However, the 1955 figure 
for expenditures included military expenditures of 902.5 
million riels, of which 702.5 million was covered by 
foreign aid. Military expenditures for 1956 have not 
yet been approved, although an appropriation of 285 
million riels is provided for in the 1956 budget. Invest- 
ment expenditure in the 1956 budget amounts to 81.8 
million riels, or only 5 per cent of total expenditures, 
against 95.4 million in 1955. The bulk of the investment 
expenditure for 1956 is financed by a special budget 
established in connection with the two-year investment 
plan (see this News Survey, Vol. VIII, p. 377) covered 
mostly by foreign aid. 

According to the balance sheet of the National Bank 
of Cambodia for April 30, 1956, total gold and foreign 
exchange assets were 1,877 million riels, or 126 million 
riels more than on December 31, 1955; the note circu- 
lation was 1,691 million, a decrease of 122 million riels, 
while bank deposits were 1,071 million, an increase of 
36 million riels. Gold and foreign exchange assets cover 
about 68 per cent of the total money supply. The quota- 
tion for the riel on the Hong Kong market is the same 
as the Vietnamese piastre (4.25 francs at the official rate 
of conversion of the Hong Kong dollar into French 
francs). 
Sources: Banque Nationale du Cambodge, Bulletin Men- 
suel, Phndm-Penh, Cambodia, February, April, 
and May 1956; Marches Coloniaux du Monde, 
Paris, France, July 14, 1956, 
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Indonesia-Japan Cotton Agreement 


Indonesia and Japan concluded on August 15, 1956 an 
agreement under which Japan will process for Indonesia 
surplus raw cotton obtained by Indonesia from the 
United States. The Japanese deliveries, valued at US$11.5 
million, will consist of 6 million pounds of cotton yarn 
and 40 million yards of cotton cloth. 


Source: /ndonesian Observer, Djakarta, Indonesia, Au- 
gust 20, 1956. 


United States and Canada 
Midyear Review of U.S. Budget 


In a midyear review of the U.S. budget, the surplus for 
the fiscal year 1957 is estimated at $700 million, in con- 
trast to the January estimate of $400 million. Budget 
receipts are currently estimated at $69.8 billion, an 
increase of $4.3 billion over the January estimate; the 
increase is accounted for chiefly by higher estimated 
individual income tax payments. Expenditures are esti- 
mated at $69.1 billion, up from $65.1 billion in January; 
more than one half of this increase is accounted for by 
larger expenditures of the Department of Agriculture. 

As presently estimated, the 1957 surplus will represent 
a reduction from an actual surplus of $1.8 billion in fiscal 
1950. 1.7. billion 
2.7 billion. 
0.8 billion, 
is in expenditures for agricultural programs. This in- 


While receipts are expected to be 


Th wh 


higher, expenditures are expected to rise by 


the 


The largest estimated increase over 1956, 


crease results chiefly from the implementation of the new 
soil bank program. Higher expenditures ($0.5 billion) 
for general government are accounted for mainly by 
increased federal payments to the civil service retirement 
and disability fund. Interest payments on the public debt 
are expected to rise by $0.3 billion. Although the debt 
was reduced in fiscal 1956 and a further reduction is an- 
ticipated this year, higher interest rates have increased 
the cost of servicing the debt. Increased operation and 
maintenance expenses for the armed services and larger 
expenditures by the Atomic Energy Commission are re- 
sponsible for the expected $0.3 billion rise in national 
security program outlays. Expenditures for international 
affairs and finance are expected to be $0.3 billion higher 
than in 1956, mainly owing to increased economic aid to 
Far Eastern countries. The only decrease expected in ex- 
penditures ($0.2 billion) is in the commerce and housing 
category, as a result of a shift of the federal-aid highway 
program to a separately financed highway trust fund. 
Legislation passed by the Congress provides that certain 
receipts from excise taxes on motor fuels, tires, and ve- 
hicles shall go into a trust fund from which federal-aid 
highway expenditures will be made in fiscal 1957 and 
succeeding years. Previously, all receipts and expendi- 
tures of this nature were included in the budget totals. 


Trust fund receipts and expenditures, when added to 
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budget receipts and expenditures, provide a measure of 
the impact of government operations upon the economy. 
For fiscal 1957, consolidated receipts are presently esti- 
mated as $3.7 billion more than expenditures. For 1956 
and 1957, excess receipts, at $8.2 billion, will about offset 
excess payments in the fiscal years 1953 to 1955. 
Source: Bureau of the Budget, The 1957 Federal Budget, 
Midyear Review, Washington, D. C., August 28, 
1956. 


ICA Guarantee Program 


The U.S. International Cooperation Administration 
(ICA) has announced the issuance of the first investment 
guarantee contracts to cover investments in Latin Amer- 
ica. The contracts were awarded to two U.S. companies 
which will finance the organization of two firms in 
Guatemala to log and to process lumber. The contract 
includes guarantees for the convertibility of Guatemalan 
currency up to $70,000 and against losses from expro- 
priation up to $177,000. In addition to providing U.S. 
capital, the Guatemalan project will provide technical and 
managerial skills for the development of that country’s 
timber resources in cooperation with its Government. 

ICA also has announced the issuance of its first in- 
vestment guarantee in Thailand. Issued to another U.S. 
firm for the establishment of a tapioca milling firm in 
Thailand, the guarantee assures convertibility of exchange 
up to $75,000 and covers expropriation up to $150,000. 
The U.S. company is joining with an Indian firm in this 
venture. 

Source: The Journal of Commerce, New York, N. Y.., 
August 29, 1956. 


Canadian Bond Issue 


On September 15 the Canadian Government will offer 
Can$350 million of 3%4 per cent 4112 year bonds, ma- 
turing in March 1998. The bonds will be issued at 97 
to yield 3.90 per cent to maturity, in exchange for hold- 
ings of the 3 per cent Fifth Victory Loan due in January 
1959. The Victory Loan issue, of which $1,197 million is 
outstanding, was recently selling at 97.70 to yield 3.95 
per cent; the exchange will be for an equal par value 
of the new conversion issue, with an additional cash 
payment of $16.25 per $1,000 converted. The new issue, 
which is expected to appeal to pension funds and institu- 


tional investors, should thus strengthen the market for 


3-5 year bonds, which have recently offered higher yields 


than longer term issues. In addition, the new bonds will 
increase by more than 20 per cent the supply of direct 
and guaranteed Government of Canada securities with 
a life of more than 10 years; at present, the longest dated 
government issue is a $400 million 314 per cent bond 
issued in 1954 to mature in 1979. The new issue, more- 


over, will provide a standard of measurement for very 


79 


long-term borrowing by the provincial governments and 
other agencies. 
Source: The Financial Post, Toronto, Canada, Septem- 


ber 1, 1956. 


Latin America 


Mexican National Income 

While the population of Mexico increased from 25.6 
million in 1950 to 29.7 million in 1955, national real 
income measured in terms of pesos of the purchasing 
power of 1950 rose from 37.5 billion pesos to 47.09 
billion pesos. Per capita real income therefore rose by 
about 8 per cent, from 1,464 pesos to 1.585 pesos. 
Source: Banco Nacional de Mexico, S. A., Review of the 

Economic Situation of Mexico, Mexico, D.F., 
July 1956. 
Economic Developments in Brazil 

The balance of payments of Brazil showed a consider- 
able improvement in the first half of 1956, largely as 
a result of high coffee exports at good prices. Total ex- 
ports amounted to $579 million in January-May 1956, 
against $493 million in the corresponding period of 
1955. Imports, on the other hand, showing the effects 
of the restrictive policies adopted to strengthen the coun- 
try’s international financial position, declined to $460 
million, from $565 million in January-May 1955. 

Coffee exports in the crop year from July 1, 1955 to 
June 30, 1956 increased to approximately 17 million bags, 
from 10.8 million bags in the preceding crop year. As a 
result of high coffee exports and reduced imports, U.S. 
dollar reserves rose to the highest level in several years, 
and holdings of currencies of countries of the limited 
convertibility or Hague Club area increased. At the 
same time, Brazil reduced its debit balance with some bi- 
lateral account countries by decreasing imports from 
them. 

The improved foreign exchange position has _per- 
mitted an increase in the amount of U.S. dollars offered 
at auction since June 1956; this was responsible, in part. 
for the decline in dollar premiums in June, in contrast to 
a substantial rise in the first five months. The weakening 
of the cruzeiro in the free exchange market in the second 
quarter of 1956—opening at Cr$73 per dollar and closing 


at Cr3s 


}—-is attributed to several factors, including the 
continuation of the domestic inflationary trend. 

Import licenses continued to be granted for imports 
of capital equipment as a foreign investment without ex- 
change cover, under Instruction No. 113 of the Superin- 
tendency of Money and Credit, issued in January 1955. 
From that date to the end of May 1956. import licenses 
equivalent to $49 million were granted, of which $21.8 
million was for equipment from the United States, $9.2 
million from West Germany, $6.9 million from the United 
Kingdom, $4.9 million from France, and $2.3 million from 
Italy. 





Inflation continued in the first half of 1956, primarily 
because of the federal fiscal deficit which the new Govern- 
ment was not able to control. The money supply increased 
by nearly 11 per cent, and the cost of living index rose 
faster than in the previous year. Among the matters 
considered by the Economic Development Council, estab- 
lished last February under the chairmanship of President 
Kubitschek, were control of inflation, the Administration’s 
investment program, construction of a network of silos 
and warehouses, further development of the automotive 
industry, re-equipment of the maritime fleet, and the 
fixing of new rates for ,»ublic utilities services. The 
President in a policy address in June stated that Brazil 
needs foreign capital and technical knowledge and ex- 
perience. 

Construction activity was lower than in previous years. 
New factory construction in the principal cities rose 
slightly, but residential and commercial building con- 
struction continued sluggish. The scarcity and high cost 
of mortgage money and inflated land values were reported 
as the principal causes of the downward trend. Domestic 
business in Rio de Janeiro was generally favorable. 


however. Stimulated by 


liberal consumer credit and 
increased wages of federal employees, wholesale and 
retail sales rose substantially in the second quarter of 
1956, compared with the preceding quarter and the cor- 


responding period of 1955. Prices of many consumer 


goods and construction materials increased markedly, 


partly in anticipation of an increase in the minimum 
wage (see this News Survey, Vol. IX, p. 23) but also as 
a result of higher landed costs of imported goods and the 
general inflationary price trend. The cost of living in 
Rio de Janeiro rose by 13.5 per cent in the first six 
months of 1956. 


Source: Department of Commerce, Foreign Commerce 
Weekly, Washington, D. C., August 27, 1956 


Relief and Reconstruction Measures in Colombia 

Measures have been taken by the Colombian Govern- 
ment to assist in the reconstruction of the City of Calli, 
which recently suffered substantial damage following an 
explosion. The Banco Cafetero, a large state bank, has 
been authorized to grant 4 per cent personal loans for 
a term of three years and up to a value of Ps$5,000 for 
the purchase of furniture and Ps$3,000 for repairs to 
real estate. For re-establishing small industries, five-year 
b per cent loans up to Ps$20,000 per person may be 
granted. The Banco Central Hipotecario is authorized to 
make twenty-year 5 per cent loans for the reconstruction 
of houses and ten-year loans to industrialists for the pur- 
chase of machinery up to 80 per cent of the assessed 
value of collateral. The central bank, the Stabilization 
Fund, commercial banks, and insurance companies have 
offered to purchase any bonds issued in connection with 


this operation. 
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It has been further decreed that if the borrower’s in- 
come does not exceed Ps$20,000 per annum and he has 
lost more than half of his property, the Government will 
assume responsibility for the cancellation of the loan. 
In addition, to dependents who have been left destitute 
the Treasury will make an outright grant of Ps$5,000 
per person. The Public Service Corporation will under- 
take the construction of low cost housing for those 


persons who lost their homes in the explosion. 


Source: Revista del Banco de la Republica, Bogota, 
Colombia, August 20, 1956. 


Other Countries 
Jamaica's Development Plans 


The Jamaican Government plans to spend £34.5 mil- 
lion on development during the next four years. The 
Government expects to raise £14 from its own resources, 
and counts on getting £2.5 million from Colonial De- 
velopment and Welfare funds. It is understood that £11 
million could be borrowed in the London market; for the 
remaining £7 million, it is intended to explore the New 
York market. The use of the Government’s own resources 
would involve drawing on sterling balances now held in 
London. It is understood that this has been recommended 
by Mr. Graham Towers, the former Governor of the 
Bank of Canada, on the ground that a country under- 
taking extensive development could not afford the luxury 
of building up immobile funds in London. The com- 
mercial banks may also be encouraged to employ more 
of their balances locally. 


Source: The Manchester Guardian, Manchester, England. 
August 7, 1950. 


Fund Transactions 


The record of Fund transactions published in [nter- 
national Financial Statistics, September 1956, shows that 
in June 1956 Indonesia repurchased from the Fund rupiah 
equivalent to US$27 million. The member had _pur- 
chased US$15 million from the Fund in August 1954. 

The September issue of /FS also shows that in June 
1956 Paraguay purchased $1.5 million from the Fund 


with guaranies. 
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